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INTRODUCTION

The family buginess is a vital force in the American
cconomy. About 90 percent of all U5, businesses are
tamily owned or controlted, They range in size from the
traditional smail business o a third of the Forfune 560
firms. It is estimated that family businesses generate
about hatf of the country’s Gross National Product and
half of 1he total wages paid.

The American cconomy depends heavily on the
continuity and success of the family busingss. It is
enfartanate, even alarming, that such a vital force has
such a poor survival rate. Less than one third of family
businesses survive the ransiion from [irst to second
generation owncrship. Of those that do, about half de not
survive the transition from second to third genzration
ownerstup,

At any piven time, 40 percent of T8, busingsses are
facing the ransicr of ownership issue, Founders are
trying 1 decide what to do with their businesses;
however, the opuons arg few, The following 15 a Lst of
aplions 1o comsider;

» Close the doors.
= 5¢1l to an ocuisider or employcee.

s Revain ownership but hire culside management.

* Retain family ownership and management contrgl,

To be one of the lew family businesses that survive
transfer of vwnership requires a good understanding of
yaur business and your lamily. There are four basic
reasons why family firms M1l 1o ransfer the business from
generation 0 gencration suceessfully:

* Lack of viability of the busingss.
* Lack ol planning,

= Litte desirc on the owner's part to transfer the
firm.

+ Reluctance of of fspring to join the furm.

These factors, alone or in combination, make transfeming a
family business difficult, if nol impossible, The primary
cause 1or failure, however, is the lack of planning. With
the right plans in place, the business, in most cases, will
remain healthy. There are four plans that make up the
(ransitiom process. By implementing these plans, vou will
wirtually ensure the successful ransfer of your business
within the family hicrarchy,

A brief explanation of each plan follows.

» A wrategic pian for the business will allow each
generalion an cpportunily to chart a course for the
firm. Setting business goals as a family will
ensure that everyone has a clear picture of the
company's future,

* The family strategic plan 15 needed 1O maintain a
healthy, viable business. This plan establishes
policics for the family s role in the buginess. For
example, it may include an entry and exit policy
that outlines the ¢riers for working in the
business. It should include the crecd or misgion
statement that spells out your family s values and
basic: policies for the business. The family
strategic plan will address other issues that are
important t0 your family. By implementing this
plan, you may avoeid later conflicts about
compeensation, sibling rivalry, ownership and
management control,

* A succession plan will ease the founding or
currenl generalion's concerns about transferring
the firm. I cutlines how succession will ocour and
how 10 know when the successor is ready. Many
founders do not want {¢ let go of the company
becanse they are afraid the successors are not
prepared, or they are afraid 10 be without a job,
Often, heirs sense this reluctance and plan an
alternative career. If, however, the heirs see a plan
in place that cutlines the succession process, they
may be moere apt to continue in the family
businass,

* An estate plan is criticai for the family and the
busincss. Without it, you will pay higher estate
taxes than necessary, Taking the time to develop
an estate plan ensures that your estale goes
primarily 1o your heirs rather than to taxes.

For business owners who do litte planning, the idea of
preparing four plans may seem overwhelming. Although it
is not easy, the commiunent made by all family members
during the pianning process is the key ngredient for
business continuity and success. The hrst rule for
successfully operating and transferring the family firm is:
“Share information with all family members, active and
nonactive.” By deing this, you will eliminate problems
that arise when decisions are made and implemented
without the knowledge and counsel of all family members.

This publication will help you plan for a successful
transfer of ownership and avoid many of the problems
family busincsses face when transfer of ownership occurs.
The appendixes include aids to help you implement the
process.
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UNDERSTANDING THE FAMILY BUSINESS

This section will explore the nature of the family business
as 2 doal operating system, and will identify issues of
greatest concern to family business owners, as identified
by family business owners across the Uniled Staies. As
you review thesa issues, you will see that, although you
and your family are unique, the challenges you face are
not, becanse almost every family business shares the
same prablems.

Also, perspectives of the individuals involved in a family
business will be presented. We 1end Lo confuse
personality with perspective—understanding the
vicwpoints of the different actors involved in the family
business (active and nonactive) can help alleviate
conflicts that may arise,

After reading this section, you and your family should
complele the Family Business Assessment Inveniory in
Appendix A,

What Is a Family Business?

Defined simply, a family business is any busingss in
which a majority of the ownership or control lics withm a
family, and in which two or more family members ars
direcly invalved. It is also a complex, dual sysiem
consisting of the family and the business; family
members involved in the business are part of 2 sk
system {the business) and pan of a family system. As you
can sec in Figure 1, these two systems overlap, This is
where canllict may ocour because cach system has its
own rules, reles and requirements. For example, the
Lamily system is an emolonal one, stressing relationships
and rewarding loyalty with Jove and with care. Entry ino
this system is by birth, and membership is permanent.
The rale you have in the family—husband/father,
wile/mother, child/brother/sister—carries with it certain
responsibilities and expeciations, In addition, familics
have their own style of communicating and reselving

Figure 1

condlicts, which they have spent years perfecting. These
styles may be good for family siwations but may not be
the best ways to resolve business conflicts,

Conversely, the business system is unemotienal and
contractually based, Entry is based on experience,
expertise and potential. Membership is contingent wpon
performance, and performance is rewarded maierially.
Like the family system, roles in the business, such as
president, manager, employee and stockholder/owner,
carry specific responsibilities and expectanions. And like
the home environment, businesses have their own
communication, conflict resolution and decision-making
styles,

Conflicts arise when rolcs assumed in one system intrude
an roles 1o the other, when communicatien patiems used
in one sysiem are used in the ather or when there are
conflicts of inlerest between the two systems. For
example, 3 conflict may arisc between parent and child,
berween siblings or between a husband and wife when
rokes assumed in the business system carry over Lo the
family system. The boss and emptoyee roles a hoshand
and wife might assurne at work most likely will not be
appropriate as at-home roles. Alternadvely, a rolg
assumed in the family may nol work well in the business.
For instance, offspring who are the “peace makers™ at
home may find themselves mediating management
canflicts between family members whether or not they
have the desire or qualifications (o do so.

A special case of role carryover may oceur when an
individual is continually cast in a particular role, This
happens primarily ro children. Everyone grows up with a
label: the “goed one,” the “black sheep,” the “smart cne.”
While a person may outgrow a label, the family ofien
perceives that person as still carrying the atiribute. This
perception may affect the way that person operates in the
business.

Family communication patterns don't always affect the
business, but when they do it can be very embarrassing,
Often you say things o family members in a way you
would never speak 1o other employees or managers, This
problem i3 compounded when your communication is
misread by the family member. Often parents are
surprised by a san’s or daughter's negative reaction to a
business directive or performance evaluation. This
reaction is probably because the individual perceived the
instructions or evalualion as orders or criticism frorm Dad
or Mom, not from the boss.

System pverlap is apparent when conflicts of interest
arise between the family and the business, Some families
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put personal concerns before business concemns instead of
rying o achieve  balance between the two. It is
important 1o understand that the family’s strong
emotional attachments and overriding sense of loyalry to
each other create unique management situations, For
example, solving a family problem, such as giving an
unemployable or incompetent relative a position in the
firm, ignores the company’s personnel necds but meets
the needs of family loyalty.

Another example of conflict of interest occurs when
business gwners feel that giving children equal salaries is
fair, Siblings who have more responsibility but receive
the same pay as those with less responsibility usually
resent it. [n cases of sibling rivalry, it isn’'t onusual for
one sibling to withkold information from another or ry to
engage in power plays, i.e., behaviors that can be
detrimental io the firm,

Much of 1his behavior can be eliminated or managed by
devising policies that meet the needs of both the family
and the business. Developing these policies is part of the
family strategic planning process. Before discussing
then, you should make sure you have identified all the
issues that need 10 be addressed.

Issues in the Family Business

The list below contains the issues that most family
businesses face:

» Paricipation—who can participate in the family
business and under what circumstances.

» Leadership and ownership—how to prepare the
next generation 10 assume responsibility for the
business.

¢ Letting go—how to help the entreprencur let go
of the family business.

« Liguoidity and estate taxes.

» Aftracting and relaining nonfamily executives.

» Compensation of family members—equality
versus merit,

» Successors—who chooses and how o choose
armong multiple successors. i

» Strengthening family harmeony,

All of these issues and the others you include in the Family
Business Assessment Inventory can potentially cause
business conilict and family stress. But there are three
steps you can take w manage conflict and stressin 2
family business:

» Idenufy issues that may cause conflict and
SIress,

+ Dascuss these issucs with the family,

+ Devise a policy (o address them.

A discussion of policy making, as well as csiablishing a
forum conducive 1o i, will be addressed later, in the
section *“Family Retrear”™

Who Are the Acfors?

The next consideration in understanding the family
business is to anderstand the perspectives of those
involved, Withowt this understanding, managing a family
business will be difficult.

Tha aciars in the family business can be divided into two
groups: {1) family members and (2) nonfamily mambers,
Each group has its own perspective and set ol concerns
and is capable of exerting pressures within the family and
the firm.

Famlly Mambers
Neither an Empioyee nor an Qwner

Children and in-laws are usually in this group. Althoeogh
they may not be part of the busingss operations, they can
exert, pressure within the famuly that affects the business.
For example, children may tesent Lhe ime a parent spends
in the business. This creates a problem because parents
usually develop puilt feclings as a resull of their neglect
and the resentment expressed by the children. Tn-laws, oo
the other hand, are viewed either as outsiders and
intraders or as allics and therefore are usually ignored or
misunderstood. For example, a davghter-in-law is usually
expecizd 1o support her husband’'s ¢ffonts in the busingss
without a clear understanding of family or busingss
dynamics. She may contribute wo Tamily prablems or find
herself in the middle of a family sinzggle. The son-in-law
faces similar, if nol worse, problems. He may be placed in
a competitive situation with his wife’s brothers. If he isn™t
involved in the family husiness, he can still exert pressure
an the business in his role as his wife's confidant,

An Empipyee bul nof an Owner

This farily member works in the business but does not
have an ownership position. For this individual, conflict
may arise for a number of reasons, For example, if he or
she compares himself or herself to the family member
who has an ownership position but is not an emplovee, a
sense 0f inequity may result, The member may volee his
or her resenument: “I'm doing 4]l the work, and they just
sit back and get all the profits.” Or reseniment may oocur
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when decisions are made by owners alone. Here, he or
she may feel: "I'm waorking here every day. T know how
decisions are going o affect the company. Why didn't
they ask me?” Family members employed in or
associated with a family business generally expect 1o be
ireated differently from nonfamily employees.

An Employee and an Owner

This individual may have the most difficult position, He
or she must effectively handle all the actors in both
systems. As an owner, he or she is responsible for the
well-being and continuance of the business, as well as the
daily business operations. He or she must deal with the
concems of bath family and nonfamily employees, Often,
the founder, as the sole owner and chief executive, falls in
this category.

Net an Empiayee but an Owner

This group usually consisis of siblings and retired
relatives. Their major concern usually is the income
provided by the business; thus, anything that threatens
their security may cause conflict. For example, if the
managing owners wanl to pursue a growth stzategy that
will consume cash and has an element of risk, they may
face resistance from retired relatives who are concerned
primarily about dividend paymeants.

Nenfamily Members
An Empioyee but not an Cwner

This group deals with the issues of nepotism and cealition
building and the effects of family conflicts on daily

BALANCING FAMILY AND BUSINESS GOALS

When conflict ocours in the Tamily business, it can be
traced to a disparity in the goals of the individuals, the
tamily or the business, Perhaps a family member works
in the business out of economic necessity, not because he
or she wants 1o. Or perhaps the potential successor has
plans for the business that differ from current
management plans—differen? generations usually have
different goals. Whatever the cause, the conflict must be
addressed and reselved to avoid and prevent mere serious
problems later,

One way to define and aiign family and business goals is
through business and family strategic planning, In these
plans, you will create g mission statement for the business
and for the family that allows cach clement to
camplement the other. Onee you have completed this

operatons. Owners” concerns for nonowner emplovees
usually involve recruiting and motivating nonfamily
ermpioyees and nonfamily owner-managers who will have
little or ne opportunity for advancement, accepting
children of nonfamily managers inlo the business and
minimizing political maves that support family members
over nonowner employees,

An Employee and an Owner

With the emergence of stock-option plans, this group has
become mere important. Emplovees may become owners
during a succession. In companies where a successor has
been chosen, partial ownership of the company by its
empioyess can fosler cooperatinn with the new
management because the employees will personally share
the benefits and responsibilitics of the company. In cases
where there is no successor, selling the company to the
employces who have helped build it makes good business
sense. Employess who awn the company will want to he
treated like owners, which may be difficult for family
members to understand and accept, A thorough
understanding of the behavioral consequences of an
employee stock ownership program (ESOP) should be
grasped before a family implements such a program.
Lnderstanding the perspective of the individuals

arcund you, both family and nonfamily, will make
communicating and deciston making easicr,

task, set goals for the family bosiness thar will allow the
family and business to prosper. Next, develop a strategy
1o accomplish these goals and, finally, formulate poligies
and procedures that control the family's involvement in
the business. Appendix B, the Stratepic Plan Checklist
can help you review the steps in strategic planning,

Business Strategic Planning

Strategic planning for family-cwned busingsses requires
that you integrate fumily issucs, such as:

1. What ure the long-1emm persooal and
professional goals of Tarmily members?
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2. Whar is the family mission? Why are you
commitied to establishing and operating the
business?

3. How do you envision the firm in the future?

4, Will family members be acuve in
management or will they be passive members?

5. How will issues such as compensation,
benefits and performance evaluation be
handled?

The answers 1o these questions will affact the busingss
strategy and should be resolved before strategic planning
begins.

Strategic planning involves analyzing the business inits
gnvironment and devising a process for guiding 1s
development and success in the futare. This process
involves assessing the internal operations and the current
external environment (L.e., ecomomig, technological,
social and political forces) that affect the business. To
begin this process, identify intemal strengths and
weaknesses that may ¢onsirain or support a stralegy.
Components of this assessment include (1} the
organizational structure, {2) the culture and (3} Lhe
resources. Make a list of the opportunities available
{growth, new markets, a change in regulations} and the
threats (incrcased competition, shorlage of raw materials,
price cutting) w your business. This should give you
some insight into the current situation and provide a
strategic direcion.

Next, list the obhjectives of yvou and your family,
ideniifying personal needs and risk crientation. Many of
these objectives and goals will be addressed in your
family strategic plan. Also, you will find that your
personal objectives will affect the strategy you choose,
For example, if there is a great opportunity for growth in
your markct but vou have a low risk onentation and a
high personal need for securily, you probably should not
pursoc high growth. It would be not only risky but also
expensive. Growth consumes cash, and cash must be
generaled intemally or financed externally. Your personal
objectives should mesh with your strategy.

Once you have identified opportunities in the industry,
assessed the strengths and wegknesses of the firm and
listed your personal objectives, you can proceed with the
strategic plan. This will involve

v developing a mission slalement,
» sotiing objeclives,
s developing strategies 10 meet objectives, and

» developing action steps to implement the smategy.

Mission Statement

The mission statement answers the question “What
business are you in?” It defines vour customers and
explains why you are in business, The mission statement
embadics the heart of the business and gives direction 1o
every facet of the business. Effective mission statements

» include specificauons that allow measurement,
» establish the individuality of the firm,

+ define the busingss in which the firm wants to be
involved,
e are relevant 1o all with a stake in the Tiem, and

* are exciting and inspiring.
Objectives

You should set reasonable ohjectives for the fimm, based
on the mission statemcent, to ensure accomplishment of
Lthe [inn's mission. Objectives should be clearly swaled,
realistic, measurable, time specific and challenging.
Objectives can be crealed for

» revenue growth,

*+ garnings growth,

» sales and market share grawth,
» new planis or slores, and

» productfservice quality or corporate image.
Strategles

Stratogics are determined by your answer 10 the carlicr
question: “What will the firm be Jike in the futare?” Your
strategic aptions inglude the following:

* Sabilin—success is derived from linle change
(rare).

* Profir sirategy—sacrifice future growth for profits
today.

s (Frowth siratepy—prowth may be achieved
through vertical integration (¢xpansion from
wilhun?, horizontal integration (buy a campetitor),
diversification, merger of retrenchment
{lwmaround or diveshnent).

Action Steps

Cnce the strategy 18 selected, acuon steps should be
specified that will guide the firm’s daily acrivities. An
example of an action step is creating a budget to project
the costs of a strategy. This procass also is known as
raciical planning. The steps in tactical planning shoyld be
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practical and easy to implement and account for; their Once you have picked a ime and place, establish a
purposs is 1o convert geals into manageable, realistic tentative agenda. The agenda in Table 1 is typical,

steps that cam be individually implemented. . .
Your actual agenda will be wilored to meet the unigue

needs of your family and business. Usuaily families will
identify seme of the following issues for discussion at
their first retreat:

Family Strategic Planning

The entire family should develop a mission statement or
creed that defines why it is committed 10 the business. By
sharing prioritics, strengths and weaknesses, and the
comtribulion cach member can make o Lhe basiness, the
farmly will begin to creale a unified vision of the firm.
This vision will include persenal goals and career
abiectives,

Amn important issue to consider is how (o set prioritics for
the family and the business, i.c., decide which will come
first, the family or the business. How you answer this
question will inflluence your planning. Some family
members will opt for the business first, recasoning that,
without a business, there will be no financial security lor
the family. Others will opt for the family first, reasoning
that 10 business is warth the loss of family harmony. A
third alizrmative iy to serve both family and business—
perhaps not equally, but as fairdy as possible. Under

this alternative, all decisions are made 10 satisfy both
fumily and business objectives. For cxample, a family
may have a policy that any family member may join the
husiness, but he or she must meet the requirements of the
job. You may find this is the best allarnative because

it forces a commitment to both the family and the
buginess,

The Family Retreat

Trying 10 plan a business strategy during narmal office
hours s almost impossible. Plan a family business retreat
to discuss the goals of the individual family members and
the gouls of the business, The first rewrcat should focus on
reviewing the [irm’s history, defining family and business
values and missions, creating & statement about the Tuture
ol the business and reviewing areas that need more
aLcnlion.

The purpose of the retreat is w pravide a forum for
introspection, problem solving and policy making. For
some participants this will be their first opponunity 10
talk about their concerns in a nonconfrontational
atmosphere. 1is alse a time 10 celebrate the family and
enhance 1% inner strength,

A rtreal usually lasts two days and is held far enough
away s0 you worn'L he disturbed or wempted to go to the
otfice. Every member of the family, including w-laws,
should be invited. Bepin planning your relreat aboul six
weeks in advance,

* A family creed or mission statemnent,

* Management succession.

* Lslate planning.

* Strategic bysiness planning.

+ The reward system.

s Performance evaluation.

s Communication within the Tamily.

» Preparing adult children to enter the business.
* Transition tming,

* Exit and entry policies.

Table 1 - Agenda for Family Retreat

Day 1

8:00-10:00 Review family business history

and current operalions.

10:00-12:00 Discuss individual carcer goals
and assess individual roles in the
husiness.

100300 Driscuss future plans of the
company and how [amily
members fitin,

3:30-5:00 Prepare written statements ol the
tamily and business mission
saaments and goals.

Day 2
B:00-14:01) Dyiscuss arcas in which policies
neéed to be drafted {e.g., entry,
exit. compensation).
10:00-11:30 Prepare a preliminary draft of
policics.
1:(¥1-3:00 Discusg areas in which better
communications are needed. What
methads are needed to keep
evetyone (including nonoperaling
tamily members) informed?
3:30-5:00 Review retreat and plan for next
meeling.
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A series of questions that can be usad to identify topics for
discussion is included in Appendix C.

You may censider using a retreal facihiator, a
professional experienced in helping family-owned
businesses. The facilitator helps identily 1ssues for
discussion befere the retreat and keops the aimosphere
nonconfrontational during the retreal. The facilitator docs
not solve the family's problems but guides the family m
doing so.

The retreal is the beginning of a process, When a
consensus is reached by the participants, pelicies should
be set, courses of action planned and responsibility for

implementation assigned. When agreement cannot be
reached, further discussions should be planned, possibly
wilh the conunued assistance of the facibitator,

One imporant outcome of the retreat should be plans for
penodic family meeuings and retreats in the future, so the
dialoguc will continug. Open communications will enubl
the family to come o grips with probicms and issucs
while they are [airly casy o solve. Once family membors
have reached a consensus on the conlinuity of the firm
and their refes in it, you can begin planning for
SUCCESSIOn,

CHOOSING A SUCCESSOR

Succession is the ransferning of leadership 10 the next
generation. It is a process rather than an event, While
there is a time frame within which the transition will
nccur, the aclual amount of tme taken for the process is
arbirary. It will depend on you, your family and the type
of business you arc in. This is a difficult process for most
family businesses. The failure 10 face and plan for
succession has been termed the “succession conspiracy”
by Ivan Landsberg (1988). He ciies 4 number of forces
that act against succession planning:

* Founder
— Fear of death.
— Reluctance 10 let go of power and control.
— Personal loss of ideniity.
— Fear of losing work activity.

— Feelings of jealousy and rvalry loward
SUCCeSEOr.

* Familv

— Founder’s spouse’s reluctance o let go of
rale in firm,

— Norms against discussing family's fulure
beyond lifetime of parems.

— Morms against “Tavoring” siblings.
— Fear of parental death.
s Emplovees

— Reluctance 1o let go of personal relalionship
with founder.

—  Fears of differentialing among key managers.

— Reluctance o establish formal controls.,
— Fearof change
e Frvironmenial

—  Founder’s colleagues and friends continue 1o
wirk,

— Dependence of clients on founder.

— Cultural valugs that discourage succession
planning.

Overcoming the forces against succession planning
requires the commitment of the familty and employees of
the busmess.,

Succession occurs in four phases: initialion, selection,
cducation and transition. A discussion of cach phase
follows,

tnitiation

The initiation phase is that period of tme when the
children learm about the Tamily business. Tt gecurs from
the time the children are hormn. A chaild can receive cither &
positive or a negative impression of the family business,
1t parents bring home the negative aspects of the husines:,
complaining about it and about employess and relaives,
the children will vicw the business in a very poor light
Other ways to destroy children's interest in the busingss s
to be secretive about it or to convey an unwelcame ora
hands-off attiude. There are families in which children
are welcome to juin the family business, but no onc his
wld them so.
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Owners are oflen cautious about systematically
conditioning their children to enter the family business,
an attitude that stems primartly from their awareness of
mdividnal diffcrences and their belicf that their children
should be fres to select a career path. If you do want your
children 10 enter the business, or at least have thatasa
career alternative, there are some sieps you can take 10
initiate them into the firm, The first step in motivating
your children is to be certain that is what you want, Your
lack of conviction about their invelvement will be
communicated to them. This may be interpreted as doubt
about their ability, about the viability of Lhe business ar
about the patental of the parent-child relationship o
survive the strain of succession. Any af these situations
can cause your child o lose inlerest in the business,

Assuming your children know that you wanl them to
cater the business, you should Lalk with thom ofien and
opcnly about it. Be realistic, but stress the positive
aspecls. Your business provides you with many positive
experiences 1o share with vour children, Y our children
should leam what values the business reprasents, what the
business culture represents and where the business is
headed.

Selection

Selection is the process of cheosing who will be the
firm’s leader in the next generation. Of the entire
uansition process, this can be the most difficult siep,
especially if you must choose among a number of
children. Selecting a successor may be viewed by siblings
as favering one child over the others, a perception that
can be disastrous 1o family well-being and sitling
harmony. Owners select successors on the basis of age,
sex, qualifications or performance. Because of the
potential for emotional upheaval, some owners avoid Lhe
issue entirely, adopting an attitude of “Let them figure it
out when I'm gone.”

Nevertheless, there are several solutions ta this dilemma.
Assuming you have more than ene child who is or can
become qualified for the position of president, vou can
select your successor based on age. For example, the
oldest child becomes the successor. Unfortunately, the
oldest may net be the best qualified. Placing age or sex
resirictions on succession is not a good idea.

Alternatively, you could have a “horse race.” Let the
candidales fight it out, and the “best person” wins. Whilc
this is the style in some major corporations, it is not the
best option for all family businesses.

Family business owners may want 1o lake advaniage of a
successor selection model developed for corporate
execntive succession. In this model, family members,
using the sirategic business plan, develop specific

company objectives and goals for the future president or
chief executive officer. The job description includes the
requirements for the position—such as skills, experience
and passibly personality attributes. For example, if a firm
plans 1o pursue growth in the next five years, the potential
successor would be required to have a thorough
understanding of business valuations and financial
statemcnts, the ahility to negotiate and a good
relationship with local financial instutions,

Designing such job descriptions provides a nymber of
benefits. First, it removes the emotional aspect from
successor selection. If necessary, the successor can
acquire any special training the job description outlines.
Second, it provides the business with a set of Nuture goals
and objectives that have been developed by the whole
family. Finally, the founder may leel more comfortable
knowing objectves aic in place that will cnsure a
growing, healihy business,

If you have an outside hoard of direclors, you may want
Lo solicit their input regarding successor selection, ‘The
form in Appendix D will help assess the poteatial
SLCCESSOLS 1N YOUT COMpany.

Education

Training ar educaling the successor in the firm is a
delicate process. Many times a parent finds it difficult o
train & chiid 1o be successor. [f so, an alternative trainer
may be found within the firm. A successful trainer will be
logical, committed to the Lask, credible and action
orienled, These attributes, when lied into a program that
is mission aligned, results oriented, reality-driven, leamer
centered and risk sensitive, will produce & well-rained
beneficiary. All of this, of ¢course, is easier stated than
accomplished.

A lraining variant of the management by objectives
{MBO) concept is the training by abjectives (TRO)
concept, This concept can be an elfective method for
providing bath the training for and the evaluaiion of
successors. In the TBO process, both the rainer (you or a
nonlamily manager} and the trainee {potenual successor)
work together to define what the rainee will do, the time
periad for action and the cvaluation process to he used,
This system allows the successer Lo be placed in g useful,
responsible position with well-delincated objectives. It
also provides for steps of increased responsibility as goals
are met and new, more rigoreus goals gare eslablished, It is
important that the successor enter the firm in a
well-defined position. Instead of entering the company as
“assistant to the president,” which requires that he or she
foliow the president arpund all day, the successor {or any
ather child} sheuld enter with a specific job description.
Int a small business this is very difficul1 because everyone
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15 usually responsible for all tasks. Nevertheless, the
successor cannot be evaluated effectively if he or she is
nol given responsibility and avthorily for cerain lasks.

Your business will enable you 10 determine which criteria
are necessary for good eraining. Usually, an owner wants
1 assess a successor in the following areas:

» Decision-making process.
» Leadership ahilities.

« Risk crientation.

* Interpersonal skills.

» Temperament uvnder stress.

An excellent way 10 assess these skills s 1o let the
successor give his or her insight on a current problem

or situation. This 15 not a 1est and should not be
confrontational. Instead, solicit advice and try o detecmine
the thinking process that is generating your successor's
suggestions. For example, vou may be faced with a pricing
decision. Give the successor all the information needed to
determine whether or not Lo raise prices, then sit back and
listen. Ask gquestions when appropriate—these should be
“Why? and “What if 77 Alier the successar is finished,
say T was considering. .. .” This way each of you can
learn how the other thinks and makes decisions.

Itis possible that your leadeeship style differs from that of
vour successor. Your employecs are used 10 your style. If
VOUD SUCCESSOr' s style s very autocratic and uncaring,
YOUT COMpany is poing to expericnce problems.

Potential successors should be introduced inte your
putside network (8.8, customers, bankers and busingss
assnciates), something many managers neglect, This will
EIVE SveryDne 1R 1O gel Lo know your successor and
allow the successor 1o work with business associates and
bankers, and 1o get acquainted with customers.

Transition

The actual! transier of control 1o the successor occurs
whett you retire. Research indicates thal transitions are
smeathest whaen

o They are tamely,

» They arc tinal and do not includs the
cnlrepreneut’s participation in darly activihies.

* The entrepreneur is publicly commited 1o an
orderly succession plan,

» The entreprencur has articulated and supervised
the fermulation of company principles regarding
management accountahility, policies, abjeclives
and siratepies.

The transition can be effected gradually by relinquishing
more and more resporsibility Lo the successor. One expernt
advises the entrepreneur Lo take a number of planned
gbsences before actually relinqueshing controf. Let the
successor see what it is like to manage the business alone.
Also, this allows you to sge that the business is not going
e fall apart without vou,

Onee you announce your retirement date, do not rescind
it. There is no such thing as semiretirement. By the tme
your children are in their 40s, they expect leadership roles
in the firm, If you refuse (o let go, they may leave,

Leiting Go

There are many Fcasons why entrepreneurs cannot let go
of the family business. Primary among these are financial
ones. As a business owner, you may be used 0 a large
salary and benefits, such as a car or insurance. Afier
working hard in the business most of your life, you want
¥Our Tetirement years 1o be comfortablz, not filled with
financial anxieties, There are several ways o ensure yowr
financial security after retiremeant. Business owners
usually consider either taking whal they need from the
company after they retire or arranging a buy-out that will
give them the needed liquidity without placing an undue
financial burden on the company. If you don’t sell the
company and your financial security is contingent an ils
daily operations, you will be less likely to retire
completely. Your successor needs full contrel, and you
probably won't let that happen. Also, the company may
not be able to suppart you and the suceessor and still
pursue the srategy vou have set for it. Finatly, vou may
not be able 10 meet yvour financial goals from income
generatcd by the company.

To avoid these problems, consull with a financial planner
or an atnrney 1o determing the method of ransfer that 1s
best for you. There are tax consequences to the oulright
sale of the business 10 vour children. Also, an cutright
salc may burden the company with too much debt. Gther
alternauves include an installment sale or private annuity,
or funding a buy-sell with insurance proceeds. To provide
effectively for vour retirement, seek professional
assislance m s area,

There are other reasons why the entreprencur doesn 't
want to let go. One of the primary reasons is the foar of
retirement. To understand this fear, it is necessary w
appreciate the relationship between work, the meaning of
life and social evaluation. For many founders, work and
the business are synomymgous with a meaningful life. The
intense involvement the eatreprencur has with the
business increases the importance of the job and his or her
identity, Removal from work is like losing a part of
cneself, Work 15 important 1 the entrepreneur becanse it
provides
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« Economic remrms.

* Opportunilies 1o contnbute Lo socicty.
* Status and self-respect.

+ Sacial interaction.

+ Personal identity.

+ Structured ume.

» Escape from loncliness and isolation,
s Personal achigvement,

That's a lol 1 ask somcone 1o give up. Cspecially
imporiant is the Lloss of siatus and social power. The leader
of a finn wiclds & preat deal of influence and enjoys public
impact and public exposure. Retirement means giving uj
this power, Because this loss is unpleasant, it is not
uncoammaon for a founder e give a successor the
responsibility foe running a Grm and sull ry 1o retain
power and privileges fram a position on the board of
directors.

The cntreprencur who successfully 1ets go has (1) a sound
financial plan for retirement, {23 activities outside the
business that can provide social contact and power,

{3y confidence in the successor and {4) a willingness to
listen to outside advisors.

Board of Directors

Most small businesses do not have a board of directors,
but a board can be invaluable during the sucecssion
process. A board can help management determing
objectives and strateprics, provide specialized cxpertise
and even arbitrate feuds among family members.

The board is usually composed of both insiders and
autsiders, Although family businesses usually are
aperated in a very private manner, there are benefits 10
making ausiders board members. They come with
different hackgrounds and perspectives, and provide
checks and halances. Ouside directors don't work out
well if they Tack knowledge aboul the firm and its
crnvironment, or if’ they are uncommitted o baard
responsibilities.

If vou decide 10 develop a board, vou should be totally
commiitted 10 the process. There are difficaliics associated
with boards {1ime and money} and the enweprencur must
be willing to make the board a viable entity,

The Tirsl step would be to establish goals and objeciives
for the board. ¥ou should set these abjectives before you
recruit of make a commitment 10 any members, Boards
can capand your negwork, provide input into the

succession process, judge the successor’s progress or help
determing 3 transition date. But boards should nol gel
overly involved in operational or day-to-day issues.

The second step is recruiting. A board should have five to
seven members, including three or four outsiders, Selagt
them carefully, Yow can find them in civic and charitable
organizations, ameng acquaintances and at local
universilies. You should know and have a good rapport
with prospective members, and vou should determine
their ability o provide concrete advice and direction for
the business. The lollowing aze a few good gquestions w
ask:

* What is their background?
+ Iow are they thought of in the community?
* Whart do vour present directors think of them?

Make sure they have the qualifications to help realize the
goals and chijectives you have sot. The remainder of the
hoard 15 composed of top insiders. Your potential
successor may be invited to attend the meetings, or you
may choose 10 make him or her a member of the beard.

1F you decide 10 develop a board, or if you feel you need
10 know more, you will find Qutside Directors in the
Family Owned Business 10 be an excellent reference on
the topic. It is listed in the reference section,

Making Succession Work

Ta make succession work, you must communicale. This
is the key ingredient, Use the family retreat as well as
family meetings, Family meetings can educaic the family
in discussions about the nature of the firm, the kinds of
leadership skills needed, entry and exit conditions,
decision-making policies and conflict resolution
procedures. Casual conversations about these 1ssues can
contribute 1o your formal planning later on.

Family meetings do not have to be formal affairs, but
they should occur regularly and have an agenda. Parents
don’t have o lead the meeting; have the offspring
organize and conduct a portion of the meeting, Use the
mectings Lo defuse any potential time hombs,

Anticipatc problems. Will there be any problems with
nonfamity members? If so, which ones? How will they be
a preblem, and what can you do (short of fiding them) 10
handle u?

Sibling rivalry is another problem to consider. Does it
cxist? If 50, how will you resolve i1? It may not be a
problem until the successor is named. Develop a code of
canduct for sibling relauons, This code will outline how
siblmgs must act toward cach other {i.e., in a way
cenducive to a healthy business), including how to work
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together, how to play together and how 10 keep spouses
informed about what's going on. Anticipate problems that
may arise and meet thern head on.

Summary

Succession is a process that may extend [rom three 10 six
years or lgnger depending on vour age and on your
successar's age. It occurs in phases. Over a period of
time, you initiate or educate your children to the family
business. Afler determining a successor, you develop a
plan 1o transfer leadership in the farnily business. The
decision to announce who the successor 1s and when the
ransition will occur depends on the family,

ESTATE PLANNING

There are benefits 1o making an early anneuncement,
including (1) reassuring employees, supplicrs and
customers, {2) allowing siblings tme 10 adjust 1o the
decision and to make allemalive career decisions, if
necessary, and (3) enahling the entrepreneur o plan lo
retiremient,

The fundamental goal should be 1o pass Lhe family
business successfully to the next generation. To do Lhis
you must feel financially secure, secure with the
company's future goals and plans and secure with your
SUCCESSOT.

The last plan to consider is your estate plan, In the family
business, the bulk of your assets are usvally tied up in the
business. You need an auomey who understands family
business and the laws conceming ransfermng business
assets across generations, While the following
information is not 4 substtute for advice from legal
counsel, it may help you in planning your estate,

The 1990 income tax law revived the recapitalization
technique known as “estate freeze.” which had been
eliminated. This technique allows the owners of a
business to reduce their estate taxes by freezing the value
of the business at a particular point in time. Estate axes
are reduced because the majority of the stock of the
busingss will not appreciaie over (ime,

The awners do this by creating preferred stock that
enables them to retain operating control of the business
while transferring common stock o their children. Unlike
commen swock, preferred stock will not appreciate over
nme, However, when praferred stock 15 wansferred 1o the
children, they will pay estate taxes in the form of gilt
taxes. It is highly recommended that vou consult legal
counsel conceming this matter because tax laws arg
constantly changing.

Transfer Tax Deferral Techniques

This first se1 of 1echniques includes the will, living wust,
marital deduction trust and installment paymenl,

The least will and testameni is a legal declaration of your
desires or wishes regarding the disposition of your
probaie estate. [1is the basic elernent of most estate plans.

If you have not prepared your own will, your state of
residence has prepared one for you through its laws and
regulations,

The living trust is a completely changcable agrezment
between ils creator (donor) and iLs property manager
rtrustes) established for the bene Nt of a recipient
(peneficiaryy. It is creawcd while the donor s alive 1o hold
assets tor the donor’s use until death and for use in
transferring propeny ouside of the donor’s wall {as part
of the danor’s nonprobate cstace ) upan the donor’s death.
It is parlicularly useful 10 manapiog the donoe's property
during a lang 1eem disability,

The marital deduction rrustis created in your will or in
vour living trust for the benefit of your spouse after your
death. The minimum benctit your Surviving spouse can
receive is the mandatory distribution of income from the
trust property. Your spouse”™s righls i the cust principal
while you are alive can be limited by vou as stated in the
trust agreement, Property placed in a qualified martal
deduction trust s not subject to foderal estate tax 4t vour
death. Tnstead. any @x is asscased when your spouse dics.
This type of marual deducton tust is called a qualificd
lerminahle inlerest propeny rust (OO Trust), The
dispositicn OF the: rust property, ifany, remaming g1 vour
spouse’s death 1z determined by vou under the terms of
the rust agrecment, not by yaur spoust's will,

A fourth ranstor wax deleral ool s the iestadimens
paymeni of the federal estate tax atlributable 10 the value
of a family husiness, Intemal Revenus Code Section £166
allows a H-vear payout of the estate tax, To qualify. the
tamily buginess must he an active trade or business, and
vour intergst in the hosiness muost have a value equal o at
least 33 percent of vour cstate, Qualification of the
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delerred payouwt allows you to pay no federal estate tax on
the value af the family busincss for five years. The
Tederal estate 1ax, with annual interest, is paid in egual
annual payments over a ten-vear period beginning in the
fifth year. However, a sale by your heirs of 50 percent or
more of your interest in the fannly business during the
payout period will result in aocelerating the esi21e 1ax
payment.

Transfer Tax Exclusion Techniques

A second se1 of wools available 1o the estae planner are
transfer tax exclusion techniques. These include the unified
crediyoxemption equivalent trust, the dynastic trust, the
annual exclusion gift, unified credivexemption eguivalent
gift and the swatutory grantor retauned interest trust,

The unified creditiexemption equivalent trust is credled in
your will or living trust for the benctit of whomever you
desire. It is funded with the maximum amount of property
you can leave to beneficiaries other than your spouse
without the application of the federal estate Lax (generally
SH00.000%, While vou are lree Lo designale any Lrusiee
and heneficiary you desire to provide for restrictive or
expansive trust lerms, normally your surviving spouse or
children are the beneficiarics.

The dynastic trust is created in your will or in a living
trust. 1t is funded with the maximum amount of property
vou can leave 1o grandchildren or olher third generation
beneficianies withoul the application of the federal
seneralion-skipping ransfer tax {generally one miliion
dollars},

The unnsal exclesion gift consists of gifts of cash or other
property of S10000 or less per recipiont per year. Thess
are free of federal gift taxation. Such gaflts, as well as thewr
appreciation in value and future income from them, are
also excluded from federal estate and generation-skipping
transfer Wxation.

The unifted creditiexempiion equivalent gift 1sa giftof a
future interest in property or of a personal nlerest in
gxcess af the annual exclusion gl amount, This gift may
be made n the amount of 560,000 during vour lifetime
wilhout incursing tederal gift taxaton and will caxglude
postgidt appreciation and income of the property fraim
your estate for purposes of federal ransfer waxation. This
ool is integraled with the unified crediexempuon pift,
This means the united credit’s exclusion of 3600,000 in
property value is allowed only once. You may. however,
chonse o take it while you are living or at your death.

The statutory prantor retained interest frust 13 a tryst
created while you are alive. It provides for retainmg an
income interest in the property transferred 1o the trust for
a ten-year lerm. It also provides a transfer, by you, of a
remainder of the interest in the rust property © a third
party at the end of the term. The value of vour mift for
federal gift tax purposes is the value of the remaining
interest as determined by an IRS table, 1T vou survive the
lrust term, the entire value of the rust property (ocluding
any appreciation in the value of the praperty) is cxeladed
from your estate. Il vou die during the trust tenn, the
entirc rusl property, at its value on the date of your death,
15 subject W federal estate wxation, You, however,
reccive credit for any gl tax paid or unified craditused
in crealion of the rust. Bul you may nol be Lhe rustee of
this Lrust.

Agdin, scek compelent legal help when you hegin
planmng your estate. There are samie aspects of ostate
planning Lhat you should consider. Many times the bulk
of the business owner’s estate is the business ussets, 10
you leave these assets Lo your successor, other siblings
may be left owe If you divide them equally among
siblings, you deny control o your successor. Children
need w be treaved Tardy, therefore, it s impartant that you
consider carefully all aspects of estate planning.

Transferring the family business requires the family to
make a determined effort to do the following:

» Communicate,

= (reate 2 business strategic plan. including
— Busingss mission.
— Business goals.

— Strawcgy 1o achieve goals.

= (Treate a family strategic plan, including i

—  Umfied vision of the farmuly’s rode m the
business,

— Code of conduct for family members,

— Ioint operaung policies that serve the Tamily
and husiness.

— Family creed.
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* Prepare a Financial Plan for Retirement.
= Preparc an Estale Plan,
» Prepare a Succession Plan, including
~—  Arranging for successor training,
— Selting a retirement dale.

— Championing your successor.

There are many crganizations, books and magazines that
can help you plan and manage a successful family
busingss, Refer 10 Appendix E: Information Resogurces,
Gather as moch infermation and read as many references
as passible before you devise a plan for managing and
transferring the family busingss. You will find that
Tollowing the guidelines discussed in this publication will
make the process easicr and more successful,

Benson, B ET. Crego, and R Drucker. Your Family
Businesy. Homewaod, T Dow Jones-[rwin, 1990,

Bowman-Upton, ™. Family Business Succession. Waco,
TX: Instiyue Tor Family Business, Bavlor University,
1987,

Danco, LA, and D], Jonovic, Ouiside Direciors inthe
Family Owned Business. Cleveland, OH: The University
Press [nc., 1981,

Landsherg, I Y The Succession Conspiracy,” Family
Business Review. 1{1981); 119-144.

Ward, J.L. Keeping the Family Business Healthy, San
Francisco: Josscy-Bass Publishers, 198K,
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APPENDIX A: FAMILY BUSINESS ASSESSMENT INVENTORY

Section £ YES NG}

Business issues

1. Have goals for sales and profits been set?

r2

Do we have a business plan?

Do we have a strategic plan?

Is the busingss in good financial standing?

Do we have a compensaltion system?

Do we have a pedormance appraisal systcm?
Do we have a board of directors?

Can we attract and retain nonfamily managers?

Is the business in a highly competitive industry?

e L

[a—

Arc we experiencing an increase in sales?

Family busingss issues

1. Do family members knew they ane welcome o jein the firm?

3]

Do we have policies for entry inlo and exit from the firm?

Lk

. Is a gystem in place 10 train and develop the successor?

o

Do we have a succession plan?

Can family members in the firm effectively communicate?

AN

Do we have a system to resolve conflict amang family members?

=

Are women welcomed in the business?

oo

Is there a minimum amount of sibling fivalry in the firm?
9. Isthcre a system in place for choosing a successor?

10. Does the family agree on goals for the busingss?

If you answered no 10 any item, actign should be outlined and implemented to address and sel policies for that itemn.

Section IT

The foilowing items need 1o be discussed in the family business:

* Leadership succession.

* (Ownership transfer.

* Communication policies.

« {Compensation policies.

# Righis and responsibilities of nonfamily employees.

» Rights and responsibilitias of in-laws.

* Creating change.
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+ Development of a management taam,
= Long-term planning for the business,
+ (Obtaining financing.

» Financial equity among children.

» Resolving conflict.

= Hiring and firing practices.

» Sibling rivalry,

+ Organizational relationships.

* Working with advisers.

This list should be distributed 10 every family member. Responses should be compared and issues of concem to family
members identified. Unresolved issues should be discussed and polices established to resclve them.
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APPENDIX B: STRATEGIC PLAN CHECKLIST

YES NO

-—

. Have I'isted the emerging opporianities in my industry?

Have [ listed the environmental threats o my firm?

Have I listed the internal strengthg of my firm?

Have [ listed the internal weaknesses of my firm?

Have my family and I listed our personal goals and ohjectives?
Do Thawve a mission staternent?

Have I listed goals (objectives) for the firm?

Are the objectives for my firm in line with my family’s personal goals?

Are the objectives for my firm in line with the analysis of my firm’s
strengths and weaknesses?

=

Have I writlen a siralegy 1o meet my objectives?

—
—

. Are my acuons
—manageable {one yvear or less)?
—accountable (someone is responsible)?

—reasonable?
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APPENDIX C: PRE-RETREAT PLANNING

Delermine which questions would be most beneficial 1o
addrzss at vour retreat. Have evervone answer these.

Parsonal Questions

[

Do vou have a desire 10 be the successor in
the family business?

What are vour reasons for waniing (o be the
EA O]

Have vou signed a lener of commitment?

Dy vou mikend 1o work ouside the family
busingss?

Do you have the necessary educanon w
handic the job?

Are your values comparable to the founder’s
values?

What strenygths doe vou have that can benefiy
theg orgamzalion?

D¢ vou have a vision for Lthe company?

Are you willing 1o make sacrifices {such as
vour family time) lor the business?

[s vour choice 10 hecome SUCCESs0r your awn,
or is il expected by the family?

Questions Dealing with the Family

1.

)

What are the reasons for perpetuating the
family business?

Are you awarg that the odds are not in favor
of the survival of the business?

What is the history of the lamily business?
How docs the family get along?

15 anvone gualified 1o be the successor?
Who will chaose the successor?

How will the successar be chosen?

A what age will polential sugeessors he
allowed o work in the family business?

Ts there g minimum educgtion level required
to become the successar?

10.

11

12

1%

14,

21,

22

21
24,

25.

Wil there be a position in the family business
for all interested relatives?

Are there any special conditions for entering
the family business?

Who will determnine salaries?

Will salarics be paid evenly across the board
or by performance”

Will 2 mentor be assigned?
Will the'successor be accepted by the family?

Is anvone in the family eligible to become the
successor?

How will conflict among relatives be
resolved?

Will the successor start in an entry-level or
management position?

At approximatcly what age will the successor
take contral?

Will a spouse be allowed to work in the
family bnsincss?

How long will the potential successor remain
in control?

Is there a procedure for filing gricvances in
the business?

I3 thare & code of conduct?

Wikl all polential successors work al the
headquarters or at different divisions?

Are the successor’s suggestions laken
seriousiy?

Questions Relating lo the Business

1.

In what stage of the industry life cycle is the
family business?

What is the company’s mission statement?
Can the business suppert another execulive?

What are the company's strengihs and
weaknesses?

Who are the firm’s competitors?
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10.

Are there any bartiers o eniry?

What are the competitors” strengzths and
weaknesses?

Whal is the busincss’s cusrent market share?

Has the founder 1old employees the business
will stay in the family?

Do employees hear news direct!y or through
the grapevinc”

How does the family business compars wiih
ather companies in the same industry”

ls there a manaper in place capable of runming
the business if sometung shoeuld happen 1w
the Founder and the successor is not ready?

Wil corrent employess stay when the power
changes hands?

14,

15.

Are the company's goals shared by the
emplovees?

Is the fanmuly busingss ahead or behind
technologically?

Does the interest of the family or al the
businegss come first?

Is the family willing to sacrifice teday to
prosper lawer?

Will the employees accept the successor?

Is the timing right o announce the suecessor?
Is there Frosh llent in senior level positions?
Is there an estblished budpet?

Is reinvesting in the family business a
-l.j
priority?

20
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APPENDIX E: INFORMATION RESOURCES

U.S. Small Business Administration (SBA}

The SBA offers an extensive selection of information on
most business management topics, from how to starl a
business (o cxporting your products.

This information is listed in The Smail Business
Directory. For a free copy contact your nearest SBA
Qifice,

SBA has offices throughout the conntry. Consult the U.S.
Govemment section in your telephone directory for the
office nearesi you. SBA offcrs a number of programs and
services, including training and educational programs,
counseling services, financial programs and contract
assistance. Ask aboul

» Service Corps of Retired Executives (SCORE),
a national organization sponsored by SBA of
over 13,000 voluntzer business executives
who provide free counseling, workshops and
seminars 10 prospective and existing small
business people.

+ Small Business Development Centers (SBDCs),
sponsored by the SBA in parinership with
state and local govemments, the educational
community and the private sector, They
provide assistance, counseling and raining
to prospective and existing business people.

« Small Business Instifutes (SBIs),
organized through SBA on more than
300 college campuses nationwide. The
institvies provide counseling by students
and faculty to small basiness clients.

For more information about SBA business development
programs and services call the SBA Small Business
Answer Desk al 1-800-U-ASK-SBA (827-5722).

Other U.S. Government Resources

Many publications on business management and other
related topics are available from the Government Printing
Office {(GPO). GPO bookstores are located in 24 major
citics and are listed in the Yellow Pages under the
“bookstore™ heading. You can request a Subject
Bibtiography by wriling 1o Government Printing Office,
Superintendent of Documents, Washington, DC
20402-9328.

Many federal agencies offer publications of interest to
small businesses. There is a nominal fee for some, but
most are free. Below is a selected list of government
agencies that provide publications and other services
rargeted 1o small businesses. To get their publications.
contact the regional offices listed in the telephone
directony or write to the addresses below:

Consumer Information Center (CIC)

F.C. Box 100

Pueblo, CO 81002

The CIC offers a consumer information catalog of
federal publications. *

Consumer Product Safety Commission {(CPSC)
Publications Request

Washington, DC 20207

The CPSC offers guidelines for product safety
requirements.

U.S. Department of Agriculture (USDA)

12th Street and Independence Avenue, SW
Washington, DC 20250

The USDA offers publications on selling to the USDA.
Publications and programs on entrepreneurship are also
available through coonty exiension offices nationwide.

U.S. Department of Commerce (DOC)

Office of Business Liaison

14th Street and Constitution Avenue, NW

Room 3898C

Washinggon, DC 20230

DOC's Business Assistance Center provides listings of
business opportunitics available in the foderal government.
This service also will refer businesses 1o different
programs and services in the DOC und other federal
Agencies.

U.S. Department of Health and Human Services (HHS)

Public Health Service

Alcobol, Drug Abuse and Mental Health
Administration

5600 Fishers Lane

Rockville, MD 20857

Drug Free Workplace Helpline: 1-800-843-4971, Provides

information on Employee Assistance Programs.

National Institute for Drug Abuse Hotline:

1-300-662-4357. Provides information on preventing

substance ahuse in the workplace.

The National Clearinghouse for Alcohol and Drug

Infoemation; 1-800-T29-6686 toll-froe, Provides pamphlets

and resource materials on subsiance abuse.
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11.5. Department of Labor (DOL)
Employment Standards Administration

200 Constitution Avenue, NW

Washington, DC 20210

The DOL offers publications on compliance with
labor laws.

U.S. Department of Treasury
Internal Revenue Service (TRS)
P.Q. Box 25866

Richmond, VA 23260
1-800-424-3676

The IRS offers information on tax requirements for small

DuSInesses.

U.S. Environmental Protection Agency (EPA)

Small Business Ombudsman

401 M Street, SW (A-149C)

Washingtion, DC 20460

1-800-368-5888 except DC and VA

703-557-1938 in DC and YA

The EPA offers more than 100 publications designed to
help small businesses understand how they can comply
with EPA regulations.

U.5. Food and Prug Administration (FDA)

FDA Center for Food Safety and Applied Nutrition
200 Charles Steet, SW

Washington, DC 20402

The FDA offers information on packaging and labeling
requirements for food and food-related products.

For More information

A librarian can help you locate the specific information
you need in reference books, Most libraries have a variety
of directories, indexes ard encyclopedias that cover many
business topics. They also have other resources, such as

s Trade association information
Ask the libvarian to show you a directory of rade
associations. Associations provide a vialuable
netwark of resources 10 their members through
publications and services such as newsletiers,
conferences and seminars.

* Books
Many guidebooks, textbooks and manuals cn
smali business anz published anoually. To find the
names of books ot in your local library check
Books In Prini, a directory of books currently
available from publishers.

* Magazine abd newspaper articles
Buginess and professional magazines provide
information that is more current than that found in
books and extbooks. There are a number of
indexes w help you find specific anticles in
peniadicals,

In addition to books and magazines, many libraries offer

free workshops, lend skill-building tapes and have

catalogues and brochures describing continuing education
o

This publication wits prinded ai the UNTHCOR Friot Plant, Federal Correctiona] Institution, Fort Woeth, Texas.

U.5. Smal! Business Administration




